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UPDATE 


MURDOCH CONTROLLED INL COMPLETES SKY (NZ) DEAL 


August 26-28,1997 

As reported on page 16 in the August 28th issue of CTD (enclosed), the announcement 
of INL's acquisition of controlling interest in Sky Networks was considered "imminent" 
during the current week period. The actual announcement occurred late in the day on 
August 26th. Not all of the detail is evident as we provide this update to subscribers. 

Based upon information that is available, INL will borrow NZ$250m to acquire the 
interests presently held by Hong Kong Partners (51.3%) and US network ESPN (0.41%); 
total purchase pri¢e NZ$308.9 million. It will then resell the difference between 51.3 + 
.41 (51.71) and 48.0 (3.71%) on a prorated basis to the existing stockholders (see table 
of our calculation, below). At that point INL is the largest single stockholder (48%) but 
does not own the majority. However, do not confuse majority ownership with control 
since Murdoch's News Corp owns less than 40% of European BSkyB, approximately 25% 
of Japanese JSkyB and in fact in most of their investments does not own the majority of 
the stock. Nobody really expects anything less than total control by INL/Murdoch people. 

Does this mean that the staff at INL, based in Wellington, will be directly involved in the 
long term planning and perhaps day to day operations of Sky? We believe not; INL is 
simply a convenient "financial conduit" for Murdoch/News Corp to utilise while acquiring 
control of Sky NZ. There has already been a steady flow of News Corp technical and 
management people passing through Sky's doors from Australia, Europe and Asia and we 
now expect that flow to turn into a torrent. What does that say about the tenure of 
existing Sky management? Stay tuned. 

Ideally for Murdoch, the Sky (NZ) deal would have not come to a final stage quite so 
quickly. Murdoch has unfinished business in Australia as he and new found partner Kerry 
Packer work out the details of their acquisition of Galaxy (Australis) there, and, News 
Corp wrestles with Telstra over the next format for Foxtel (cable). CTD believes that when 
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Based upon INL purchase price for 48%, market value of SKY Network (NZ) is NZ$643,541,660. 
* - percentage after INL is accurate to within +/- 0.1%. 


Australis and Foxtel are "sorted," Sky (NZ) will effectively be a corporate arm of the 
Australian operation with a reduced on-ground presence here. 

Why the 48% holding? First, at 48% apparently Murdoch is not required to consolidate 
the Sky investment into his balance sheet. His entire empire lives on borrowed funds and 
a revolving credit line that depends upon a careful balance of assets and debt on June 
30th of each year (see CTD 9705, p. 15). Secondly, "leaked" (to the press, primarily 
through TVNZ) reports this past June suggested Sky has a longer term plan to hold a 
public float of their shares. If Murdoch/INL or anyone else held 50% or more of the 
company at float time, the value of the float would be diminished. Third, if Murdoch/INL 
held the majority of shares, that would give a "veto power" to Murdoch over all Sky 
activities. That, in turn, would diminish the value of minority stockholdings and ultimately 
those of INL. In short, if Murdoch's interests are held below 50%, the "perception" of 
veto power in the minds of the marketplace and public is diminished. As Murdoch learned 
decades ago, he does not have to hold 50+ % of the stock shares in a company to 
"control" it nor to exercise his "veto power." (Indeed, News Corp owns 49% of INL but 
nobody seriously questions that News Corp runs INL as it sees fit.) 

Things to watch for in the near term: & 

1) Any changes in top management positions at Sky; a signal of the CTD anticipated ) 
"consolidation" with the eventual consolidated Australian investments of News Corp. 

2) An announcement relating to the selection of an IRD (digital receiver) model and 
supplier and the emphasis in that announcement on the ability of the selected unit to do 
"pay per view" for sport and movies. CTD anticipates more and more emphasis will be 
placed on selling events on a per-event basis, and a down playing medium term of . 
"bundled subscriber channel packages." The IRD selected (if, indeed a selection has not, 
already been made but not yet announced) will telegraph Sky's marketing plans under 
Murdoch control. 


-ERRATA UPDATE- 
The changeover from Intelsat 511 to Intelsat 701 at 180E has been rescheduled (per 


Intelsat Operations Control) to 1600 UTC September 3rd; 4AM on the 4th in NZ, 2AM in 
eastern Australia. 


